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established so that the strategies and technologies devel- 
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project r^rbs^ manuals and other Peace ODrps-generated 
naterials developed iji the field are collected and reviewed. 
Seme are reprinted "as is"? others^pTCT^ide a source of field 
based infornation for the production of nanuals or for re- 
search in particular program areais.^ tfaterials that y>u sub- 
mit to the' In£onnation Oollection & Exchange thus be«xne 
part of the Peace Oorp^* larger oontribution to development. 
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with others working iji the develcpnent field. Your tech- 
nical insists serve^ as the basis for the generatiooi of 
ICE manuals, reprints and resource packets, and also 
ensure that ice is providing the nest updated, innovative 
prbbl^i^'Sc^ving tecdmiques and information available to 
you and your fellow develOEment workers. 
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^ ^ Il^TnODUCTION 



Here In CoJomhln nn in moitt pnrtii of thft world, jft find Northmt^rifio.. 

nnd W</&torn Fluroponn t^^hnokit and tnchnoingien for itU levalit of buslnoas 

activity* Docnuais ttiiao northern itoci«ti«it have disvoloped comparatlvoly 
1 

^trong oconomien, it 1b anAumod that Icsnor d«volopod 'countries can ■ 

t 

■uccoasfully follow the namo path, U.n fortunately, oxpol'iohct) ha« whirwn tiiat 
^ aside from large capital intensive induBt«te9i tlie application of wettara 
technologieit aoldom fits' very closely. ConBequently, it \b i^t thesis of this 
manual that these i-ochnologles should nol' be nrterely transrkl/tnfftd but nflftil 
to be studied, modiffed^nd i^ilore^ tcT meet nonclasflicarci rcutnstances 
tliroughout the world. 

An example of a western technology tJiat has been passed intdfct. 
without even considering alteration » is the science of business a^coyntlng/ ^ 
One finds the classical texts (in foreign editions) taught in ^Uie commercial 
' high schools, unlveraitles, and adult education center^of the thit^d^wo^ld* The 
debit on a particular deferred payment is the same it Peroira, Colombia^ ±n 
it is in Columbus, Ohio.^ One must congratulate the accountants of the wprld 
for having created one of t^e few international languages* 

Unfortunately^ this language is difficult to learn well and/ is seldom 
applicable in its mote complex jCorms. E>oes ^ household industry owner, 
^ Ifets say. a carpenter, really have to understand deferred payments to carry 
an accounting system? What that carpenter needs is a very basic, simple 

' • . ■ \ 

system that He can understand and apply to his oivn business* Obviously^ 
he has no need for a fine und^rstandij^ of deferred payments or any other 
'complex transaction that he will never usef The shame is that sucn a 
system has never been taught. ' * ^ 

' " ■ ' ' I 
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Sophisticated eys'tems and transacdona of. thi^ large induatries are taught 
regardleso of whether or not they are uoeful* and etudents must learn every 
possible commercial movement kno^n to man* Every accoiuiHog courie 
available assumes- that its otudentfl want to be licenced accountaAts* There 
are no courses that address themaelves to the limited needs^of the houaebold 
^ and small industries up to about 10 employees* 

* Accounting is one of many examples of a Western technology thought too 
sacred to be questioned, altered or modified to meet locaV needs* ^r 
carpenter friend need spend only a few minutes in an accounting ctatfs to 
realize that what he hears has no relation to his needs. Consequently,, 
the largest industries have accurate accounting while smaller ones have 

little or none. . 

J 

What has to be developed then is a system of accounting and a method 
of teaching that are applicable to the situation* We must base accounting 
upon the particular needs of the small business and the capabilities o£ its^ 
Owner* Lets develop something ^hat the owner^ his secretary, his i^fe or 
Tone of the childrbn can manage and apply. A basic understanding of our 
potential students^ their needs and capabilities, will guide us to design 
systems that the student himself can apply without the necessity of taking 
abstract accounting courses or hiring an expensive accountant* Our goal 
should be to give' the owners and managers of small industries practical 
systems that they can proudly use to gain an understanding of their own 
companies- and, consequently, manage them better* 

Who then is this person? is he always the same? Can wc easily 
characterize him? Of course, every small business owner is distinct 
but we can make a few generalizations that will help us v^rk more 
successfully with him* In Colombia the following observations have been 
made: - * 
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Abfttyact Thiokitag 

Tho great majotity^ of th« bti«ine«8men ^Ho hire between one and ten 

4 * 

employeeji have on^ a few yeara of educatioru , , « two^ tftree^ or maybe ■ 
four years- Cooaequently they can road^ writa, add^ mibstract, and 
contftruct th^Jr^product*"' 



ough th«y have 



What doett this impty? Well* although th«y have had xittlo educatioo, 
thii does Hot maap their intelUgenct ts limited. They have not be«n 
taught ■ystoma.tic approaches more abstract than those of addition aod' 
substractioo and &s a coosequ^ce have not become very sophisticated 
thinkers. However, their production processes demooetrate that they can • 
learn logical wc^rJc systems. What we must attempt do is develop 
buslnese systems that are as mechanical as the construction of their ^ 
product* / ^ 

To do this we must avoid using abstract concepts, whenever possible. .' 
We must concentrate on teaching a few basic ideas and their practical 
applications. We must construct mechanical systems that will enabld those, 
who have the desire to learn but not the basic education* to understand i 
simple systems » • 
Learning Atmosphere 

Since the n>ajority have no more than three or four years of formal 
education, ^« nmst realize that they ar<F not accustomed to classes or 
traditional teaching methods. ,It must be kept in min^kTliat: ' 

,&) With lltUe experience in group learnings they are sometimes timidf 
uncomfortable *and possibly suspicious* Their attention spanrnnay be short 
and the majority are owner.laborers .who cannot spend long periods away 
from the shop, , In this difficult teaching atmosphere it is suggested that 
classes be kept small in number and short duration* Two hours should 
be the masdnium* The teaching ehould also be as personal and ^creative ^ 
as possible to hold their attention which will be lost if the lesson pl^ is not 
practical and dynamic* * 

9' ■ 



C 



b) Du« to their short formftl educAtiomthey tend to read for enjoyment 

<■ * * 

and not to learn. Because of this, written materials ehould be kopt to a 
minimum and homework exercis«ff avoided unlena they pert&ift directly to 
their particular bustnesses, Picturee, drawings und ciiagrams are prtrferabi^ 
to detailed written handouts that they will rarely, if ever, re&d* 

^) Without formal education they have had to learn by irtal and error 
and tend to appreciate something only/when it is revealed before their eyes^ 
As aald earlier, these are ^'practical*' people who want to ^ee how to apply 
an idea and gat immediate results^ When an idea complex and fairly 
subtle, ltit~ chancea of successfully being laught are alim because thia student 
demands to immediately know the application of the concept* Because of 
thia, teachers must captivate the student inductively by misdng as much 
practice with theory as poaslble and attempt to teach him by the familiar . . 



"trial and error" method. 
Pride 



Finaily'r ^t must always kept in mind that the owner of the small 
buaineee ia psychologically very different than an employee. He has 
faith in himiself, wants responsibility ^ and desirca to im'provK» his social' 
economic atatua. 

Unfortunately thjis difference is aeldom taken into account which greatly 
affects the success of amall business asaistance projiicts* We find that a ' 
problem Itea not in the student but in the heart of the . teaching: the 
attitude of the invtructor* 

The majority of buainess cc^unselors and instructors that we know always 

aaaume the role of a ^'patron'' in front of amall business owners* IT the 

'-■ - J' 

Spanish word "patr6n" is foreign to you, the book I'm Ok ^ You^re Ok demon* 

/ 

strates the point quite well* Instead of having an "adult ; adult*' relation* 
ship where both parties are considered equals, the roleis of "adult:child" 
are assumed* Within the J^atin culture this paternalistic attitude ia quite 
natural to both partiea^ but it defeats the whole point of business aasiatance* 

10 



Our (?Qal is to eap'^citntt shijj person, i;» givt him confittcnce in himecU* 
n^d teach Kim thAt hr, can mnns^c hi* l)M$in'^ittt and ^t^^c ^itmpl* ht)«Sn«isiv 
nytficmtt wllUout the hvlp a ''palron'V Wc want hrip libcrat«^ him Jrons 
hijp fc^lmji^ of Urfcnorityt not rc<*inphn5i^c ihcm- For ihln re^no^ip if 

give him orderiF apd advico instMti of planting i^o^B And of idcatf, 

wc aro rte^-cT gofnjR to help hitr^ bccaiicc w<t have never given hSm the 
opporwnity (o think ^nd gain th^ conf!dcnc<* that i* ffo nccc««ary In hiB 
dweloprnentt ^ 

What have said then about th<* iim^ill business nwfi^r? Well* wc 
have «ifcEd that hc^ is different. We mos( consider this difference in hie 
level of ^abstract thinkitijt^ learning experience, and p^irticitlar prcdc. To^ 
ht helped, he needf^ a special tieatmcnt which should conKistt of th<; 
foUo^^Tnij: 

a; .Mechanical Syslenist. th;*! avcrid using ab»uart *:nnccpt«. 

instruction by trial and crr»V ih-n is tx^-th prrr/;V*^l and creative. 

rngtructor?^ that wrjdersUnd. and rt.*ipc^<;l thift of owner. 

; ^ J ■ 

N ; . . . ^ 

I . . ■ 
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MICRON 

I 

t 

The MICI^ON accounting sy«tem and teaching mclhod hdvtfl>cen founded 
on points and '^B" o^ the ^troductioa. Whontfi^cr possible abstract 
accounting conceptr have been ^simpUfled and the teacMng method streamlt-Qod 
to be as efflcieot and dynamic as possible* The affectivenesd of point ''C** 
(Itistructors that unttersiand^ and respect this cla^s olE owner) i«, of course^ 

- / 

in the hands of you, the instructor* K yeu are interested and want to teach 

these people; you successfully Instruct them* If it i» a chore you 

r ■ ■ ' . > . . 

would ra^ther not do* then no system can motivate your sltudeots^ and it 
would be- best M you imrked in sometiiing. else*"^ 

MICR'PN is base^'upoQ a Cow changes in aceounting principles thaj^ 
from sonr^e professioftalV often elicit tht^^ same response^ **That is not 
nghr! *' The^ft professionals are correct if one cojniFiders standard 
accounting rules a gospel rather than a guide* Butj U one looks at the 
larger aims of accounting * the accurate registration aa:i representation " 
t>f businesl^ transactions * there' may be more than one way to gain fbe 
same result* MICRON \% another **way*' and whether-dr not it meets 
^^standard accounting principles*' ia be^des the point* This systenv works 
and it is tailored to' meet a specific audience ^ho cannr-t ^radip the 
compiodttcs of those "standard principles*\ 

* 

The primary simplication in this accounting relates to theN^finltion , 
of debits and credits. Hcr(s> atl debits are. **more'* of something of value 
while all credits are **less" of something of value. This is to elinninate 
the trouhiesome redefinition of debit and cttadit on the liabilities side of 
the balance sheet. The change is made possible by a special organization 
of the accounts into two distinct groups with two sets of books. This 
divtsion is between cash and credit transactions. 

The first group of accounts consists of all cash transactions and is 
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organized into what might be called a large checkbook. The second group^ 

/ 

consisting o£ credit transactions, is in a book or books designed, much like 

auxiliary accounts payable and accounts receivable books. 

The success of MICRON. lies in this conceptual and organizational 
* 

separation of cash and credit transactions. Prototypes to this system / 
attempted to unite the two books into one page and» although it is , 
mechanically possible^ the results were not satisfactory. It was found 
that those owners who could not understand the unified approach could 
easil)^ use the separated version that distinguishes between cash and 
credit transac^ons. Therefore^ we urge you not to take a step backwards 
by using Oner instea:d. of two books; save yourself the frustration^ 

The teaching method is one based on both individual 'and class 
instructiOTi with a very strong- emphasis upon a ^'trial an.d~ error'* approach 
to understanding. The procedure is tc teach basic ideas and .the fun-' 
damentals of bookkeeping in a. classroom atmosphere and then immediately 
emerse the owner into" the "practice" by openning the company's books. 
Follow-up visits check the students :progre$s and seiye as' sessions to 
further explain theory or particulai*. book entries, J^s you will see^ those 

owners who have a genuine desire to learn will quickly ai^sirhilate the 

' ■ ' ' ^ ^ ■ ^ \ 

material. ^ \ ^ . 

It is felt that this quick assimilation is due to two factors. Firsts the 

student is not given time to be bored as he immediately sees and' experiences 

theory changed into action. Secondly, after only 5 lessons the student 

himself becomes the central participant in a very relevant project: his own 

company- This immediate transfor of responsibility from teacher to, student 

creates a sink or swim situation where the owriev realizes that his success 

rests totall" upon his. own abilities^ H the instructor makes periodic visits 



to help and encourage the student^ the student 



to blame, but himself for failure. Therefore^ uitima.te^uccess of this 

^ 10 



realizes that he has no one 



system re^te upon participation and responsibility of the student. We are 
only trying to '-help him help himself*'. 

Our teaching expemStr^Mias ehown^hat this process can be accomplished 
in an average of 33 hours instruction time. The following line graph will 
serve as^a guide: ^ 

The Teaching Plan 
Hours , Objectives 

Z Explanation of the Financial Statements 

3 Explanation of: Transactions 

The System 

' / ' Cash Book 

I 

Explanation of the Credit Books and the purchase 
of the Accounting Books 

Z Explanation of Auxiliary Sections and Review 

3 Openning of the Books, elaboration of tile initial 

Balance Statement, and entering the first 
transactions. 



S S follow-up visits 

■ ' i- 

Z Instructions to elaborate Financial Statements 

3 Elaboration of the Financial Statements 

Z Seminar on Financial Analysis 

2 Review and Analysis, of Financial Statements 

2 Review transactions during month 

2 Elaboration and analysis of Financial Statements 

Sessions should never be rnor^ than tWo hours to avoid losing the 
students attention. If the students cannot/ grasp a pointy divide a lesson 
into two s^^ions. Also it is suggested^that the classes be held on 
consecutive days and that the system be immediately installed. This will 
irfs^ure qui£k movement from the theory to the practice. 
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Before explaining the lessen plan, a few other' important points^ muat b6 
mentioned ' 

* First, it is imperative that eacly*ifa tractor understand the mechahic5 of * 
this system perfectly before attempting to teach it , 

Included in the' '^Financial Statements" section of this manual are a trial 
balance, beginning and ending balance sheets,, and an income statement for 
the transactions q£ **Colomi>ia Industries'^ during the month of J^y. . 
During the leSson^ .if one follows the commercial movements of this company,^ 
the evolution of the systen^ from the beginning balance sheet to the elaboration 
of month end statements will become cldar. AlsOi^^in^verall procedui^al 

(/J \ 

diagram of the system may be found in Aid § 16 o>-Tesson # 2. 



Other aids to greater proficiency are provided by the sections entitled 
'^Additional Controls** and *^Odd Entries**. However^ it is assumed that the 
instructor knows or has had experience in accounting. Many small businesses 
'Often conduct transactions that are, to say the least, odd and experience in 
accounting comes in handy ..when ;deciding what to debit and credit. Such 
rare entries become an intellectual challenge but we have yet to find one 
that can't be handled. In short, be imaginative. MICRON is as effective 
as its ^application. l 

Second, it is preferred that the" instructor initially teach two. or three 
companies on a personal non-classiroom basis to gain mastery of tJie 
system and teaching method* The benefits of the "trial and error" method 
of learning can be of use to teachers as well as students. It should also be 
suggested that the number of students per teacher be kept to manageable 
levels. At month end statement time 4 or 5 companies are a lot. 

Thirds the teacher must remember that his audience has a short 
attention span. Again^ we emphasize as many visual and dynamic 
teaching techniques as possible. Asking spot questions, taking examples 
from the students* industries, reviewing important concepts from new 
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Ipoints.of view, etc. will make a boring session into an exciting one. A good teacher 
is an actor ... so let yourself get into it! 

Fourtii/'tiie selection of students should be a careful process. Whether tiie 
students be business owners, flieir wives, children or trusted employees, the first , 
consideration must be desire. Only those who want to learn will learn and you will 
be wasting hoQi your time and theirs if there isn^t this important common 
denominator. For fliose of you who work with credit relaied institutions^ it might . 
be noted that those students who are awaiting approval of loans often have shown 
p more' desire before receivings' money than after. Consequently, we 
discourage teaching those awaiting loan approval as their motives might be 
camouflaged. . . . - 

' If during the preliminary interview the person shows desire and has a 



company that might Ve judged '^ongoing'' rather flian in a "liquidation'' state, 
flie final decision rests upon his intellectual^capabilities. Years of education 
are not necessarily indicative of a person's ability to assimilate new ideas, 
make rational .jqdgments, and show common sense. This is your value judgment. 
We. urge you not to accept obvious failures for instruction as only ill-will will 
result. . ' * } 

Given the classroom situation, it is best to group those of equal inteSi|cg^]j 
affabilities. Also H they can be drawn from the samel industrial sector or 
have similar types of business transactions, the teaching process will be easier. 

Finally, if someone other flian the owner is to be bookke^er, it is very / 

j' 

important that the. owner also attend classes and learn some accfbunting. / 
Experience has shown that where the ov)tner knows nothing of the accounting, j 
he often ignores i% or may even distrust it- "^v^ 
Fifth, it is recommended that a pencil, not a pen be used to make all / 
entries. Students are expected to make errors at first (it is part of the j 
teaching method) and they will probably continue doing so even after the system 
is mastered ... we are all human. JustHecause something is written in pen doe$ 
not make it more correct ... only harder to erase. 
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Now that yoU',hayo an overview of MICRON and its leaching method, we 
have organized approach, lesson, and follow-'^up outlines that pan either serve 

a step by step reference to class instructinn or as a guide to one-on^one 
teachings The .basie: structure of these outlines ^ listing of the 

objectiveSv teaching or instructional aids, and the recommended. procedural ^ 
approach to each session* ; 

"Included in this manual is a detachable ^^Teaching and Xnstructural Aids** 
section that will prove to be quite helpfuL It consists of a charonological 
sequence of questionnaires , visual aids, handouts, and exan^eis that are 
numbered to conform to the session outlines.^ They will t^ot only help 
explain the system to you and your students, but should add- an important 
visual dimension to what is generally a very boring subject to teach^ 

Finally, good luck* You are about to make accounting both relevant 
and dynamic to an economic sector that desperately needs the help* You 
should also have a very satisfying experience as those you teach will be 
most appreciative of your assistance- 



TBiE INTRODUCTORY ^^TERVIEW 



OBJECTIVES; 



MATERIAL, AIDSi 
■TpROCJ^URE: 
1. 

\ 

2. \ 



3. 



4. 



a. To establish a working relationship vdth the 

owner. . 
.b. To study his learning potential and knowledge 

of accounting. * , ' 
c. To understand every business transaction tl£at 

the company inalces in order efficiently 

organize the books. 
Aid # .1. The Questionnaire. 

This should be a loose interview^ session using 
the questionnaire as a guide. 
It should be conducted in the owner^s compaay^ 
so that the teacher can get a first hand idea of 
the company^s operations, review the firings 
paperwor]|^and look at any rudimental accounting 
system that might be in use. In this, way the 
insfM^ctor should be able to judge the difficulty 
Or ease that teaching this person may present* 
The understanding of all commercial transactions 
is indispensable. After the interview you should 
be able to state all the business policies of this 
company. This will iiiclude how postdated checks 
are issuedi received and handled; whether the 
company incurs expenses or receives income 
from outside the business; who pays for the 
transportation of merchandise^ etc. 
After thfe interview list all the accounts this 
company /leeds to carry and in what manner you 
Ought to organize the^^oks to facilitate entries. 



It might be pointed out that the teacher should 
not attempt to change ih€ company^s business 
practices at this point. He should only figure 
Out how to account for them. During t3ie lesBOn 
the concept of the se^*ara.tion of tlie owners' 
''Cash froii^that of th^ company will be introduced^ 
l^st j&indamental business policy changes should 
be suggested only after the first month^s 
financial statements are compiled. In this 
manner the instructor can demonstrate ^th 
facts how changes niay Improve the company's 
condition. - \ 




LESSON # 1 



OBJECTIVES: 



To explain: a) The reasons for accoupting 

b) Balance/Sheet. Profit and Loss 

Statementt and the Trial Balance' 



MATERIAL AIDS: 



METHODOLOGY: 



Bulletin Board Aids: 2, 3, 4, 5, 6, 7, 8 

Handout Aids: 3, 6, 8, 9 ^ 

The following is a detailed outlir.e 
^ presenting the oral lesson: 

Aid 2. YThat is tJie object gk£ Accounting? Discussion. 



1* 1 "The^object of accounting s to collect 

the transactions, to organize and register 
them, and to present them in a way that 
facilitates analysis^ " 

1. 2 \ **The presentation that facilitates analysis 

takes ^he form of the Balance Sheet and 
the Profit and Loss Statements. ' 

Aid 3. What Is the Balatice Statement ? Diii«ussirfU 

2. 1 "The Balance Statement represents the 

■ financial condit on of a company in $ 
on a particular day. 

2. 2. ^ E^laih every account., especially cash i 

on hand^ inventory, investments, fixed 
assets, current liabilities and capital, 
^or example: "Investments are funds 
- of the company invested outside the 
business. '* ' 

2.3 Aids 4, 5. Explain: Assets - Liabilities 

^ - Capital. 

Assets ^ What the company has> 
Liabilities^ What the company owes/ 
Capital = What remains after paying 
deb or your investment in the company. 
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6* Wha is a Profit and Loss Statement? DiscuBSion. 



3, 1 It is the appUcation of costs tb^aleB 

during a given period of timefto 
determine prof it ability » 

V. ■ \ 

3. Z / Aid 7^ Explain each account. 

^ , / Concentrate on C^st of Goods Sold. 

Aid 8*. What is a Trial Balance ? 



4. 1 / ^*It is an^organissational tool comprised 

of all the company* s accounts taken 
from both the Balance and Income 
'Statements. It is proo^ that sfl trans- 



r^^y / actions "have been properly recorded* 



/ 



Ai^i^:^^^:'^-"- Do not explain it further as it will only 

' ^ confuse the student/ 

Aid 9- / HaSid out the "Initiation Sheet'', 

5, 1 / It is the information needed to start 

/ an accounting systenL 

5y2 ^ Assign the;J^Fixed Assets List and 

Values*' for4^he next class. 
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OBJECTIVES: 



MATERIAL AIDSi 



METHODOLOGY; 



^ 1* 




To explain: a) Transactions 

b) Paperwork 

c) Overview of System 

d) Cash Book 

e) The gathering of information for 
initial balance aheet** 

Bulletin Board Aids; Z, 10, 11, IZ, 13, 

14, 15, 16. 19; \ . ^ 

' Handout Ai^s; 16, 18, 19* • 
NOTE; Cover one classroom wall with Aid 17* 



Aid 2* The object of eiccounting is to collect transactior<9, 
to organize and register them and to present them id a 
way that facilitates analysis* 

What is a transaction? Discussion* 



2* 1 
2*2 

2*3 



"An interchange of two things of vilue" 

Aid 10. In every transaction there is 
more of one thing and l ess of another* 

The more is called Debit * 
The less is called Credit* 



2*4 



Aid 11* The evolution of Debit and 
Credit* 



2* 41 . If I give you two oranges, I have two 
less (make entry). 

If you give me two apples, I have t^ 
more (entry)* 

2*42 If I give you three oranges, I have 
three less or a "credit". . 

If you give me three apples^ I have ^ 
three more or a "debit*V 



2* 43 ^ I buy $100 of raw materials, I enter 
$^00 as a "credit" to cash and $100 as 
a "debit'* to raw materials. 



2*44 



If I sell $500 in merchandise, I enter 
$500 as a "debit*' to cash and $500 as 
a **credit** to raw materials* . 



2. 5 ^ Aid 12* How many typ«0 of tians- 

actions are'lbere^ Dl9cu90ion. 

2. 51 Caah . . . wbera the interchange of 

, two ihingd of value takes place on the 
' same day. Examples* 

^ Z» 52 Credit . . . where the interchange tAkea 

^ place on twD^dlfferent days. Examples. 

Why Paper Work? Discussion* 

3. 1 . Evidence'to prevent errors^ omissionft, 

^ *^ and tricks^ 

3. 2 A record for account^g. 

3. 3 Demonstrate a cash voucher (Aid-13}, 

^ ;t sales voucher (Aid 14), and a 

receipt (Aid 15). 

Aid 16. Diagrant pf the System* Explain firet two steps* 

Cash transactiong arc entered in the Cash Book . 

Credit transactions are entered in the Credit Book . 

Aid 17^ The Cash Book. . . this model should be on'the 
walli 

5. 1 Explain the book's three sections; 

Information, Money^ Accounts* 

5. 2 Explain each one of ^e accounts. 



5. 3 Aid 18! Handout the ^*Guide to 

Account Entries ** and use it to 
explain entries. » ^ 




5.4 / Aid 19.- Present this list of trans- 

actions one by one sayings 

"Is this a cash or credit transaction?* 
Cadh* 



-1 



1 



Where do we enter cash transactions?" 
Cash Book* . _ 



*How?*' 
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5*5 



5. 51 



£?eplaln how to **oqu\are** the Cask 
Book pa£$. \ 

The total of all debit\ muat equal all 
the credite. 



5. &2 Add all columne vertically^ then add 
all debit. balancee and all credit J 
balances; 



5.6 



5. 53 If not equal, a) check all entries for 

debits and credits; 
. b) check addition 

.Pass squared account balances on to 
the next page. 

' \ 



Review list of ££xed assets and their values. 



Referring to the **It3itiation Sheet** requeet li4St of all 
suppliers, clients and creditors with account^ balances 
for the next session. 

Advise students that they will buy their at the 

next session and announce their price. 




1.E550N # 3 



OBJECTIVES: 

MATERIAL AIDS; 
METHODOLOGY: 

U 
2* 



To e?^laiA Credit Books 

' To sell and distribute accoun boo>s. 

BulUtin Board Aids: 16, 20, 21, 22 
^ 23, 24. 

Distribute ^vork sheets for the Credit 
B'Toks* 

Aid 16* Review the I>iagram of the System. 

The Credit Books are divided^into two groups: 

Credit Sales and Payments are entered in the 
Credit Sales Book * 

Credit Purchasefl and Payments are entered 
in the Credit Purchases BooV . 

2* 1 Both the Organization and Entries are 

the same in each book* ^ 

^.11 The Books are divided into Amount, 
Individual Account, and Summary 
sections. Explain using Aids 20, 21. 

2* 12 Credit Transactions are recorded 
in all these sections. 

2. 2 Handout six worksheets to each 

student, refer them to the **Cuide 
to Accouni Entries*Vand (Aid 22) 
present the list of examples one by 
' one asking 

"Is this a cash or credit sale?" . 
\ CiediL 

'l 'Where do we enter credit* sales ?" 

Credit Sales Book_ 

; , "How?*' Pick a student 

2. 3 Aid 23. Repeat the procedure of 2. 2 

for Credit Purchases exan:q>les. 

2.4 ' Emphasize impoiiance o£ credit 

balances asking, "How much does . 
client *'x" owe us ?" 
"Ail clients?", etc. " 

Credit Payments - review difference between credit and 
cash payments. 



3.1 



If sale occurs at deliveryj advances 
before and payments after delivery 
are credit payments. 



^5 
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3* 2 ■ Ucfer to the "Guide to Accounting 

Eotries*', read the examples (Aid 24} 
one by one and have the students mike 
the en tried In their haadouto ao you do 
on the buUietin boand asking, 

this a cash or credit tranifactioQ ?** 
Cash because we receive moneyt 
''Where do «e enter cash transactions?" 
Cash Book. 

"Does tbis cash traasactioit affect 
a credit account also?". Yes. 
"Will this traosacdon affect the 
summary Tfes, 

3.3 Advances on contracts.^,. . teach this 

/ ^ part of the '*Cuide to^Atqounting 

£ntrie4".only to thoBe who receive . ^ ' 
advances. Make up exampSLes. ' 

Distribute, and seU accounting bookst- to prevent 
mistakeSi g^n a^discounttand secure a supply of 
materials. 

4. 1 . , .The books are: j 

4. U Thg Cask Book; Soft cover accounting 
notebook with between 12 and 16 "T" 
accounts. ^ ^ - 

4, 12 The Credit Bookoi Adjustable, 2 screw 
bindijrig^ hardcover accounting 'books^ 
with. three columns. An alphabetical^^' 
index (for individual accounts) and 'I^D 
pages arelneeded in each. 

4. 13 The Account Book : 40^pages softcWer 
accounting noteboolp'^vi^ three columns. 

4. 14 Folders: 8 sipiplcf^ardboaird folders 
tofilc! /X / ^ 

y 

Banks X Oth/rs 
Clients/f CjE/rraspondencc 
; SuppU^frW financial Statements 
Crexutors^ X Taxes 

' / / ' 

Review the list Client^^^uppliers and csreditOJ^s 
and their accent balan^s. 
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LESSON # 4 



OBJECTIVES: 



MATERIAL ATDS: 
METHODOLOGY- 

X. '-' 



2. 



a) explain 't;he''auxili^ry.iS'<6cf4on8.~' 
b} "^'To re^ew bookkeeping prpcdipdtrres sub-groups, 
c) To-orgajoize tbeir books. . 
Aids 25, 26, 27, 28 .f. ' 



^^Should we control o&er accounts like accounts 
receivables and accounts payables*'; Discussion. 

V, 1 Loand to S^mployees . . * Have. 

students suggest organization, 

1* 11 Aid 25, Individual Account dud Summary 
Sections. 

1. 12 Aid 2b, Read list and make entries 
in worksheets* 

U 2' ► Creditors v. . "Have students suggest 

organization^ 

1. 21 Individual Account and Summary 
- . Sections 

1. 22 These may be divided into. short and 

long term individual account and 
summary sections. 

Review ^'Guide.to Account Entries^^ and ^'Diagram of 
System'', 

2.1 Stress control accounts: banks » cash 

on hand, accounts receivable^ accounts 
p^yablo^ creditors^ loans to employees. 

2* 2 Discuss value of Control Accounts. 

2, 3 . Divide class into subgroups; pass out 

receipts and vouchers oi fictitious 
transactions; have them make entries* 

y ^ 2, 31 Have at least as many entries as students 

2. 32 Have a representative from each group 

make entries on bulletin board - every 
student must make one entry* 

2. 33 Add up' debits and credits to check work. 
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Organiasation of the Books * * * * help students* 

Place Account tiUes in Casli and 
Credit Books according to company 
Auxiliary Sections are in Credit 
Books* 

List fixed assets on the last pages 
of a Credit Book. 

Aid 27. Place account headings 
(all possible to account for future 
growth) in Account Book^^, 

Aid 28^ Escplain how to take, an 
inventory of merchandiee* Using 
last p&ge of Cash Book, list raw 
materials, products in process 
and finished goods* 

/ 

Set the date of system initiation with each student 
* . * . they must have aU information required by 
the '^Initiation Sheet^' at that date. 
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/ 



3.1 

3*2 
3*' 3 

3.4 



INSTAI^ATtON OF THE SYSTEM 



OBJECTIVES; 

MATERIAL. AIDS: 
PROCEDUREi 

1, 



2, 



a) Open Qie Books 

b) Make Hie first day^s entries 
Aid 9 

The first section is ibr teachers who are instructing 
atudents individually. The second section resumes 
(he group approach. * 

The one-on-one approach (Aid 9) 

1, 1 Give student "Initiation Sbeet^*' 

1. 11 All balances must be from the 
niglit before initiation* 

It 12 Inventory' is only flie value of raw 

materials. Neither sales price nor 
■ invested labor is important* 

1, 13 Do not start system without 95% of ^ 
information. Bank balances. 
Inventory and Cash on Hand are 
imperative* < 

1. 2 Teacher buys and organizes books, 

1* 21 Organization based on original ; 
interview and new information* 

1. 22 Place account headings in all books* 

The Day of Initiation - in the company* 

2, 1 Fill out Account Book with balances from 

the Initiation Sheet, 



2, 2 



2* 21 



Pass balances to a Balance Statement 
and compute Beginning Capital 

Pass Beginning Capital balance back 
to Account Book* 



2. 2 2 If the owner forgets something, the 
affected account must be changed 
and the Beginning Capital readjusted. 



2, 3 



2.31 



Open the Cash Book.^ 

Enter Cash on hand and Bank Account 
Balance s« 



2.32 Check last page inventory section* 
If.not complete* require completion 
by the next visit, 
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2.4 



Open the Credit Books 



2.41 Place names and account baXances 

in tbe respective "individual account^' 
aectioju o£ Accounts Receivable^ 
Accounts Payable, Loans to Employees 
and Creditors. 



.2.5 



2. 42 Add up individual account balances and 
enter title sum in the respective "summary* 
section, ^lese balances must coincide 
^th those in the Account Books. 

2. 43 Check list of Fixed Assets. If not 

- .dpn^lete* re<|uire completion by Ae 
next visit. _ 

Place all papers and documents in tbeir 
respective folders. 



3. 



Make ilr&t day'« entries. Entries are to be made daily. 
3. 1 



3.2 



Help^ owner if needed* Ibcplain 
questions. 

Have owner list46ubts or omissions 
for the next visit. 



\ 



3.3 



Congratulate owner and get a well 
deserved beer or two! 



■ / 



ERIC 
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FOLLOW-UP VISITS 



OBJECTIVES: 



PROCECUREt 
1. 



2. 
3. 



a) Check Entries 

b) Explain theoretical or practical; mlsunderBtandingB 

* ^ ' / 

c) Clieck paper flow 

d) ! Balance first Casli Book page 

Visit the company as needed. Every other day at first. 
Check entries ... at first read every one 



1.1 



1*2 



Jf error is found ; 

a. Aek why entry wae made as it was. 

b. Repeat theoretical argument behind 
the omission* 

c: Have him correct error and e:q>lain 
what he has done and why* 

Common errors include . . . 

a. Entering payments from clients 

in the sales column* 
b< Entering payments to suppliers 

in the raw materiai^a column* 

c. Addition and substracHon in balance^ 
add summaries. 

d. Entering transportation, discount 
Or commission expenses among ^ 
"general e^enses**. 

e. Forgetting to make all three entries 
- on a credit transaction, 

f. Not entering a sale at time of 



jielivery* 



gjT Entering ei^er sales or purchases 
in the payments columns of the 
credit books^ 

NOTE; In the Credit Books the second 
column is always for payments* 



Check Paper Flow 



Help Balance the first Cash Book page . * . he should do 
thei rest^ 
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MONTH END FINANCIAL STATEMENTS 



OBJECTIVES: 

MAlSRIAIi AEQS: 
PROCEDURE: 



a) To close the books 

b) Elaborate Financial Statements 

Handout Aid 29. 

The foUo^wing is not a lesson plan but a detailed eacplanation 
of statement elahoratfon. Two or tiiree days before month 
end give a short class on this subject. 

Often students will do beiter if given a st^ by atep 
approachi squaring die month, conqiletlng the Account 
Book and, tiien, elaboration of die Sta!tem«at. 

The best students vtOl learn in two months; the reat in 
4. If ffaey have not learned by this point, have diem 
drop the Cash Book and only carry die Credit Books for 
control. 



1. 



Closing the Booka 
1. 1 



1.2 



Take a ncionlh end inventory using 
the inventory section of the Cash 
Book. Pass balances' to the Account 
Book* 

Square Cash Book on die last day of 
month* 

a) This effectively squares the month* 

b) Leave a margin of lines between^ 
months for correctionsand omissions. 

c) Start^next montii vdth Bank and : 
Cash. on Hand balances. 



Account Book 
2. 1 

2.2 



,Pas8 all balances from the Cash Book 
to die appropriate account* 

Pass die ^'Amounts" of Credit Sales ^ 
and Purchases when indicated* 

a) These amount sections are cleared 
at month* s end* 

b) bo n6t merely pass control section 
balancesj 
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2.3 



Figure account balances! 



Past Month^s Balance 
+ Debit Entries 
^ Credit Entries 
This MotaOL^e Balance . 

a) If balances on control accounts do not 
match those in the Account Botik^^ 
compare all entries and check all 
mathematics until the discrepancy 

is found, 

. I ' ■ . , ' 

b) Group all variable expenses in 
*'Cpst of Sales** 

c) Group all fuced expenses in **Other 
EscpenseB** 

d) Figure accumulated balances for. 
year end purposes. 

Trial Balance 



3. 1 Pass all account balances by filling 

, in the blanks. 

3. 2 ^ Use last montih*8 inventory figure* 

3. 3 The, sum of Column I must equal 

Column II,. 

3. 4 . ^ If the Trial Balance do^s not square. . . 



a) ^ere all numbers correctly passed? 

b) Are the mathematical operations 
in fjie Account Book correct? 

c) Were the balances from the squared 
Cash Book and the Amounts of . 
Credit Sales and Purchases correctly 
passed? 

d) Are control account balances and the 
Account Book squared? 

'Financial Statement 

4. 1 s The Profit and Loss" Statement 
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a). Pasfl the apptoptiate accounts . 



b) PasB amount of profit or loss to 
the Account Book and the Balance 
Statemant* 

The Balance Statement 

a) PaflB appropriate accounts - 
this month's iiiv:entory and 
ptcrfits also, 

b) Check accuracy by comparing 
sum of Capital accounts to 
Assets minus Liabilities. 



ANAX.YSIS 



OBJECTIVES; 



MATERIAL AIDS: 
PRECEOUREi 

1. 



How to a) apply and interpret financial statements 

b) u0e otlker parts of the system tor 
analysis 

c) use tlie system as a base for budget 
and cost analysis. 

Aids 30, 31, 32, .J 

A mondi or two after the students have con^leted sets 
of financial statements, give ttiem a class on the use and 
application of these statements and the rest of the 
system. 

TlM Profit and Loss Statemuent - organized to facilitate 
marginal utility analysis. 



1. 1. 



1.2 



Demonstrate tlie effect of variable 
costs upon sales revenues. 

a) Show how **costs of sales** and 
'•cost of goods sold** affect 
marginal utiUty. 

b) Labor costs, generally,, may be 
treated as a fixed cost. Only 
treat it as a variable cost when 
it truly (in accordance with tlie * 
ac coming data, net intuition) 
sl£ows a mariced monflily variance 
reflected in production changes. 
To match labor and inventory 
co^±s is extremely complicated 
and we suggest the fixed cost 
methods Any variance is - 
averjaged out over tlxne. 

Demonstrate how marginal utility 
must cover f*xed costs to have 
profits. 

a) The salary of the owner (or owners) 
I is included among tlie fixed costs 
for psychological reasons. 

* We nerer want him to see profits 
unless they are over what he 
persi^nally takes out of tlie business. 

- This way he will treat his personal 
expenses as a cost and perhaps 
thiriks twice before spending nooney 
he knows his company needs. 

- To convince him he shovdd budget 
his ex^^nB^s in a fixed we^ly 
salary and live within it. 
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II 



b) If salei taxes are/paid and do aot 
really liave a r^attojialiip to aaletf , 
Qxey should be treated as a fixed 
cost* . ' 4 



The Balance Sheet 
2*1 

2.2 



/ 



I! 



£xaiKiine the r^ation betvreen Assets, 
Iiiabllitiea, and Capital and tiie effect 
of profit or losses. ' 

Explain current ^i^ssets, current 
liaMUties; ^ and tiie concept of 
Wozklng Capltail 

■ .jl 

a) Working Capital Is Included in our 
Balance Sfa^t* 

b) Show how/lihe purchaae of machinary, 
payment jof long term debt» and 

^ monthly losses affect Woiking 
Capital.// Aids 30, 31* 



Jl. 



Oehe 
3.1 



^^"^Explain^ difference between 
liquidity and Working Capital. 

/' 



3. 2 



Analytical Aspects o£ J^tiA System* 

Control/of Inv^entories and ReaolTables 

**lf the(xompany has Woiking Capital 
hut no/ cash on hand^ It has probably 
invested too much in Inventories^ . 
has a large amount receiyables with 
a slbw rotation, or both*'. 

/ * 
a)^ Explain inventory control and 

suggest simple ways to construct 

systems (Aid 32). ^ 

, :.b) Demontrate how to speed-up 
/ receivabl|^ rotation* 

- the Individual Account Section 
can. serve as a Kardex if payment 
^ ^ dates are included in the entried. 

The Book of Accounts ^ 

a) The analysis of all monthly ^ acrcounta 
and costs shows seasonality as well 
as changes in costs. 

b) Facilitates historical analysis. 
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The Focus of Class Instruction 

^ 1 The cwneiShould evaluate his o^m 

company as if he were^plaiining to 
purchase it. 

4, 2 . Pointing ouf weak points and strong v 

points fhe '.^vner should present his 
analysis to &e group for discussion^ 



.1 



Create a fictitious company if you, 
the ins tructor, see that &e o^mers 
would prefer not to diacuss th^r 
con^anies^ prohlems in front of 
o&ers^ ^ " 

Oihex Forms of Analysis 

5, 1 Cash Systems^ . , ./ all the 

infCKViation is provided 

S^Z Budgetary Control ^ ^ hased.upon 

historical datr and cash flow - 
projections 

5, 3 Variahle Cost Analysis of Products^ 

a) ^solate monOUy Fixed Co8ts> 

h) Assign monthly variahle costs of 
^ raw materials and sales cos ta to 
each product and con^^'ji &them 
to sales figures , . . this comparison 
will show the hreak-even point 
for each products 

c) . The percentage of total sales per^ 
product- the ^ales cost percentage . 
. ■ ^ per product and &e cost of goods . 

' sold pe^tcentage per product are 
all one needs to estahlish an 
^ elementary hrealc-even point and 

cost analysis. ^ Rememher that this 
does not take into account a very . 
important y?iriahle . - the time of . 
produrtson ? One must take the ; 
apptopriate time measurements,' 
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THE FINANCIAl, STATEMENIS 
To Accompany the Sy«t«m'8 Ejllnes 



1. Beginning Balance Siateimot 

2. Trial Balance ^ 
3* Income Statement^ 
4* Ending Balance Statement 



I': 
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BAU^NCE STATEMENT 



Company; Colotnbiaa ladQstriea 
Assgta 

Curreot 

Caah on hand 

liOana to Emptoyedft 
Receivables 
Inventory - 

SHo r t-' te r m,^ inv« a tme nt b 
Total Current Assets 
Fixed Assets 
Investments 

Machine^, equipment, toots^ etc- 
TOTAL ASSETS ^ 
Liabilities 

Current ' 

Accounts Payable 

Current Obligations 
Total Current Liabilities 

Long Term 

Accumulated Social Benefits 

Bank Obligations 

Finance Obligations 

Others 

TOTAL LIABILITIES 

Capital 

Beginnir.g Capital : 
Profit/Lose previous years 
Profit/Loss this year (PfcL) 

TOTAL CAPITAL 
Worlcing Capital 



/ 



Date;- June 30 



ZSO 



2,S00 



180 



5.600 



10.000 



30,000 



5^400 



12,000 



3,100 



20,000 



8,030 



18.530 (a) 



17.400 (b) 



U130. (c) 



1-2*3 = CAPITAL 

a - 4> = c = WORKING CAPITAL 
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TRIAL BAJLANCE 



Company; Coloaibiac Industrieg 



Dttai July ^i 



COLUMN 1 



COLUMN H 



CzBh on hand 

Loaa« tb^ Eitfployc 

\ 

Inventory (previous montfa) . 
Invettments 
Fixed Assets 
Depreciation 
Accounts payable 
Current Obligations 
Accumulated Social Benefits 
Bank ObUga^ons 
Finance Obligations 
Other Obligations 
Beginning Capital 
Profit/Loss previous years 
ProfitA^^* this year ^ 

Sales 

Cost of Sales . 

Purchases of materials 
Labor 

Social Benefits 
Personal Expenses 
Other Sxpeflses 
Interest ^ 
Other Revenue or Hxpenaei 

TOTALS fMust be equal) 



»0 



40 



8a3 



110 



19,600 



10,000 



- 0 



_ 30 jOOO 



(Loss) 
<Loss) 



16.OQ0 



447 



i ,4^700 



333 



87.913 



V 0 



as. 783 



12.000 



3.100 



- 0- 



19.000 



8.0 3D 



(Profit) 



(Proflt) 

30. OOP 



87,913 
40 



PROFIT AND LOSS STATEMENT 



Companyt Colombfaa Indufltriea 

SALES 

Less Cost of Sates 
NET SALES 
Coflt of Goods Sold 

Initial. Inventory 

PlusiPurchaaes of Paw materials 
Subtotal 

Less;. Final Inventory 

Cost of Goods Sold 

+ Marginal UtiUty^l)-(2i7 

s 

Other Revenues Expenses 
Labor 

Sr-clal , Benefits ^ 
Personal Expenses 
Other Expenses 
. Interest 
Other Revenue or expenses 
Total Costs 



Period; 1 - 31 bf July 



10,000 



16.000 



26^000 



6.000 



20.000 



3,800 



447 



4,700 



1.800 



333 



0 - 



11.080 



30.000 



30,000 (1) 



20.000U ) 



10.000( 3) 



11.080 (4) 



Profit 
LiOfls 

4- Net Salea less Cost of Goods Sold 
m - (2) =;Marginal UtlUty (3) 
■(-+ If tna^nal utility is greater than expenees 

(3) . (4)- « Profit 

+•$4 If -tnargiha^ utility ie less than expeases 

(4) - (3) = Lone 



BALANCE SHEST 



Company: Colombiaa ladustrieg 



Date: July H 



Assets 

Current 
Cash oa hand 
Baiika 

Loaiis to ennployeee 
Receivables 
Inveatory 
Short-term investments 
Total Curreiit Assets 
Fixed Assets 
Investments 

Machinery^ equipment, tools* etc* 
TOTAL ASSSTS 
Liabilities 

Current 

Accounts Payable 
Current Obligations 
Total Current Liabilities 
Long Term 

Accumulated Social Benefits 

Bank Obligations 

Finance Obligations 

Others 
TOTAL LLA.BIUTIES 

Capital 

Beginning. Cs^tal 
Profit/Loss previous years 
Profit/Loss this year (P&L) 

TOTAL CAPITAL 
Working Capital 
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833 



110 



19.600 



6,000 



- 0 - 



- 0 - 



30^000 



15.783 



12.000 



3,100 



19.000 



- 0 - 



8.030 



26.833 ( a) 



S6.833 (» 



27. 783 (b) 



49.883 iZ) 



(9501 fc) 



1,2 = 3 = CAPITAL 

a - 'b = c = WORKING CAPITAL 



6.950(3) 
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ADDITIONAL. CONTROLS 



OBJECTiyES! 

MATERIAL AIDSt 
PROCEDURE; 

1. 



2. 



3. 



By example show, how auxiliary systems must ipeet 
particular needs. 

Aids 32, 33, 34. ^ 

The following are three simple control systenrLs. We 
urge all instructors to create similar ones to meet the 
auxiliary control problems of the IMqto Industry. 

Inventory Control - For the owner who wants toj - 

a) Study individual product movement 

b) Have'a *'Cost of Goods Sold** for each product 

c) Check against robbery 

d) Control the amount o£ inventories. 

1. 1 Aid 32. This simple entry and 

withdrawal system must be applied 
to raw materials, work in process, 
> findlshed goods , or all three. 



1.2 



It is as good^s the people who make 
the entries. 



Aid 33. Pe&tdated Check Control System 



2. 1 



This simple system is only 
applicable if the company has too 
many checks to remember. 



2. 2 Tt should indirectly create c^sh 

flow planning. 

Aid 34. Use an Auxiliary Cash^on Hand Book for the 
company with a lot o£ cash transactions. 

Make summary entries into the CASH Book at end of 
day. 
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ODD ENTRIES 



OBjECTTVESt 

MATERIAL AWSt 
PROCEDURE: 
1. 



2. 



To f tinmiate creativity in the application of entries and 
accounts when ^plying odd traneactions. . / 

' i ■ 

Aids 35, 36. 



Divldii^ Fm^ts among more than owner. 



1.1 



! 



ers take cash from the coji3|»aj3y 
on a monfidy basia, eacpenae the 
amounts^iroin profits. Listead of 
^'Personal expenses" an account \ 
caUed'**Owners £brpenses" wauld' 
be^u/ed. I 

/ " I 

JU^-'owners reilxrest their profits, a 

liability account for **owners proiit** 

' should be opened. Tblw might'lndlude 

« an indivitbial account and summa'ry 

control section, -^e entries would 

be a debit to **Owne^s £jEpenses*| 

and a credit to the "Owners Proiits^^ 

account. No cash is interchanged* 



Passing postdated checks from clients. to suppliers. 




2.1 



Credit "Payments from Clients^ 
Column and debit "Payments to' 
Suppliers** Cohtmn. Thmn make 
similar entries in the Individual 
Account and^ummary sections :of 
th^ Credit Books. 



2.2 



Again^ no cash is passed* 



3. 



4. 



Aid 35. Paying Workers or Creditors with product ; 
instead of cash. 

Aid 36. Another .auxiliary method to organize accounts 
receivable when clients make payments in advance. 



4.1 



4.2 



To be used only when student cannot 
master traditional approach. 

Offers individual client control without 
a summary. ^ 

4. 21 Individual section for those who have 
aitvanced money* 

4. 22 Individual section for those who owe 
money. 

4. 23 Must add up individuals debts at 
end of monl^ 



ERLC 
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Must organize Account Book 
accordingly * 

4, 31 Those who advance become Uabilit ies 
lieted among accoui^fl payable* \ 

4, 32i The list of debtors is the accounts 
receivable* 
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Aims 



AID 


DESCRIPTION 




AccouoUog Interview 


mi ' 


The Object of Accounting 




Balance Statement 


i 

4l 


Assets = Capi.-:-.! 


^ \ 


Assets - Liabilitieff = Capital 


6 \ 


^ ^ Profit and Loss Statement 


8 ^ 


^ Cost of Goods Sold 


Trial Balance 


9 


Initiation oheet 


, 10 


Definition of Debit and Credit \ 


11 


Evolution of Debit and Credit 


12 


Transactions 


13 


Cash Voucher 


14 


- ' Sales Voucher 


15 


Receipt ■ 


. 16 


Diagram of the System 


-17 


Ca^h Book 


18 


Guide to Accounting iBntries 


19 


Cash Transactions 


20 


Credit Sales Book Sections 


21 


Credit Purchases Book Sections 


22 


Credit Sales List 


23 


Credit Purchases Lis{ 


24 


J Payments List 


25 


^^Loans to Employees Sections 
, ;^.Loans to Employees List 


26 


27 ' 


Book of. Accounts; Titles of 
Account pages 


28 


Monthly Inventory Listing 


29 


Guide to Financial Statement 
Elaboration 


30 ^ 


Uninterrupted Working Uapitai j?iow 


31 


Interrupted Working Capital Flow 


32 


Invento ry Co nt r ol 


33 


Control of Postdated Checks 


34 \ 


AuxiUa.ry Cash on Hand She^ 


35 


Credit Payments with Merchandise 


36 


Alternative Acc/Rec Section 



A: 
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ACCOUNTING INTERVIEW 



Company ^ Owner ' 

Addr»B» ' ^. Telephooe 

I j How did you start your business 9 : 
/ How many years ago - 

b» MThat prenridu s experience had you had ? 
c With how much capital did you begin? 

d. MThat lac:tox:B have had positive and negative effects upon your business ? 

2* Accounting 

Have you paid an accountant in the past? How.mucSi? 

b. What bookff, files j or account lists do you use*' 

c. ' MThat pap^r work do you use {receipts » vouchtfrs,, etc* ) ? 
d« Do you save receipts, vouchers, orders, etc* ? 

3* I am interested in knowing the financial state and business policies of your 
company to have an idea of its condition and manner of doing business. 

a* Where do you have your bank account ? More than one ? 

- How much money is there in the accoun^t this moznent? 

- Have you borrowed money from this bank? 

bw Is there a petty cash system ? 

- Who controls it ? \ r . 

- How much cash is kept on hand ? 

- Do you use personal cash for expenses ? 

c. Is there a savings account? Wherif? 

- How much do you have saved? 

Do ;you take iimds out of the account ? Why ? 
Amount of annual interest 

d« Clients - Receivables 

- How many .firm clients do you have? 

- Where are they located*? 

- Who pays transportation costs ? . , 

- Credit terms? 

- VThat percentage of sales are credit sales? 
. Discounts ? 

- Payment period ? 

. How does this compare to the industry? 
Do yiDucreceAV-e pdstd&tad checks ? 
. - What do you do wi^ these checks ? 

- Wait tiU due-date? 
-' Pay supplier?/ 

- Sell them to broker? Rate of Commission'' 
Do you receive orders^? 
^ Ic» money adyanced"^ 

- What percentage? 
. Are orders met on time? 



AID* U 1 
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* Are there sporadic clients ? 

• all locals Or from farther away aI«o ? 

- Ortters? ^ 

* Postdated checks ? 

- Is there production: without firm orders ? 

- Why? ' 

* What percentage ? 

- Are ihe order^ in small or large quantities? 
'•^ Do you have salesmen ? 

• Commission policy ? 

- Base wage? 

* Travel expenses? 

• Percentage <f all sales due to salesmen^ 

Do you loan money to friends 

- How much*? 

* For how loj;|[g.? - 

* At what interest rate? 



L How.many enq^oyees are there ? 

- When are they paid? 

* What social beneJ^ts do they receive ? 

* Is there much turnover ? 

* More than one shift? 

* What are their hours? Overtime? 

* Paid by the hour or contract ? 

* Do you loan them money ? 

- Often? 

* Are these loans reduced from their salary ? 

Do you have inv^estments ? 

- Stocks* honds, certificates, etc^, ? 

* Parts of other 'business'' 

Fixed Assets 

* What machines are the re ^ Value? 

* Tools? Value? 
' - Plant 

* Mortgage ? Monthly payment ? 

* Rented or loaned? Monthly payment? 

* Do you have a house^ car, farm, motorbike, etc^ ? 

i, &ippliers 

* Have you. firm suppliers ? How many^ 
r Where? 

* Who pays transportation? 

- Credit terms? Limit? 

* Do you pay them with postdated checks ? 
Are there sporadic suppliers?^ 

* can you obtain credit? 

- . What percentage of purchases ? 

* What materials do you purchase? % of total? / 

- Which are scarce? 

* Which have risen dramatically in purchase cost? 
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AID# 1.2^ 



Do you have badk loans? More ihaa one? 

- Name of Bank 

- Amount ? - 




kJV Other financi:^ ohligations 7^ 

V Finance Companies ? Aznount ? Term? 

- Private loan? Amount? Term? . 

L Are Oiere resetves to pay soctal^ benefits ? 

- How rooich do you owe your workerji ? 

m. Sales 

- Which monOis have more salos ? 

- The.lea^ Balea.? 

- Your monthly average? 

. Can you immediately increaee your selling price to meet xises 



in purchasing costs ? 
- Why not ? 



Personal esqyenses 7 

- Do you have a salary? 

- How much do you spend per week ? Month ? 



Are Qiere income or expenses outside of your normal business ? 



- What kind? 

- How much per month? 



\ 



\ 



\ 
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AID# 1.3 



BAUINCE STATEMENT 



Compan/t -. 
Assets 

Current 

Cash on hand 

Basks ^ 
Loiuis to employees 
RecdlvablQfl 
Inventory 

Short-term investments 
Total Current Assets 
Fixed Assets 
Investments 

Machinery, equipment, tools, etc* 
TOTAL ASSETS 
Liabilities 

Current 

Accounts Payable ' 
Current Obligations ^ 

Total Current Liabilities 

Long Term 

Accumulated Social Benefits 
Bank Obligations 
Finance Obligations 
Others 

TOTAL LIABILITIES 

Capital 

BeginninglPapital 
Profit/Lou from previous years 
Profit/Lof s this year '| 
(Bee PEtL Statement) \ 

TOtAL CAPITAL 

Working Capital 



Date; 



JO 



1 - 2 3^ =r CAPITAL 

a - 'b - c = WORKING CAPITAL 



AID # 3 



THE COMPANY WITHOUT DEBT 



ASSETS 

- $ ■ 



CAPITAL. 
$ 

PROPERTY 
OF OTllTNER 




ASSETS = CAPITAL. 



c 
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PROFIT AND LOSS STATEMENT 



Company: 

SALES . 

Less Cost of Sales 
NET SALES i ' 

] 

Coat of Goodg Sold 

" Begliming Iiiir«ntory ^ i; ^ 
Plus; purcliaaea of materials 
Subtotal ' i 

Lesai Eodiog inventory ^ ^ / 
Coat of Cooda Sold 

f Matgioal Utility (1 - 2 ) , 

Other Revemiea <c Expenaea 

Labor 

Social BeneSlta 
Personal ExpeJ:iaea 
Ot&er Expenaea 
' Intereat 

Other RevetHi«a or expenses 

Total Costa 

++ *^ 
Profit 

+++ 

Loaa 





.(2) 



f Nfit'Sales less Cost^f .Goods Sold 

(1) - (Z) s Marginal Utility (3) 
++ if marginal utility is greater than expenses 

(3) - (4) = Profit 

fff If marginal utility is less than expenses 

(4) - (3) = Loss 
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COST OF%Ob^ SOl^D 



Inventory - June I;^; 

Plust Pttr<^s«B daring tli« tnontb 

'Avadiable during tlie nionfili 



CrP^t q£ oirangeB BOld in the niontli 



$30 



130 oranges = $65 




TRIAL BALANCE 



Company: ■ Date: 

COLUNtN I COLUMN H 



Caeh on Hand . 
Banks ■ 

Loans to employeei^ 

Receivables 

Xnventoty (previous" month) 
Xnvestments 

Fix^d Assets - 
Depreciation _ 

Accounts payable 

Current Obligations 

Accumulated Social Benefits 

Bank Obligations - 

Financi al Obligations — - , 

Ofihers ' 
Beginning Capital - 
Profit/Loss from previous years 

(Loss) (Profit) 
Profit /Loss tihis year ; ^ 

(Lo»s) (Profit) 

Sales 

Cost of Sales 

Raw Materials Purchases 
L^or 

Social Benefits 

Personal e^^enses . 

Ofber es^enses - 

Interest _ _ 

O&er revenue or e^^enses 

TOTAL {Must be equal) 



\ 
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AID ■# 8 



INITIATION SHEET 



To start the accounting system in your company, you have to obtain the following 
itiformation; 

1. All clients and their outstanding debt. 
Z, All suppliers and the outstanding debt. 

3. All creditors and fhei^ payment schedules 

a. Banks 

b. Finance Corporations 

c. Individuals ^ - ^ 

4. All fixed assets and their value. " ' . 

5. employees and any loans outstanding. 

6. Starting date of work for each employee. 

_ , t. 

Also ... — . 

1. The last bank statement and the outstanding balance at system's initiation. 

2. An pending receipts, vouchers, orders, etc. 

3. An inventory at the value of raw materials (not labor) in: 

a. Raw materials 

b. Products in process 

c. Finished Products 

^ " . ) 



\ 



\ 



\ 
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\ 

Ali)^ 9 



DEFINITION OF DEBIT AND CREJ3IT 



A Transaction is an interchange of two things of value* 
There is more of one thing while there is less of another* 



MORE (+) ia a DEBIT 
^ LESS is a CREmT 



/ 



/ 
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APPLES 



ORANGES 



More (+) 


! 

Less (-) 




More (+) 


Xje88 (-) 






















APPLES 




ORANGES 


. Debit (+) 


Credit (-) 




Debit (+) 


Credit (-) 




m. ' 








\ 

CASH 


ON HAND 




RAW MATERIAL 


SALES 


\ 

Debit ^ 

. \ 

\ 


Credit 

,1 
1 




Debit 


Credit 



AID # 11 



THERE ARE TWO TYPES OF TRANSACTIONS; 



m 



\ 



\ 



AID# 12 



CASH VOUCHER 



/ 



No, 8 


Value $ 50.00 




Date; November 6, 1975 


To the favor of 


Richard Goldstein 


For tiie sum bf 


Fifty dollars 


To purchase 


Thread 


Mike Mullally 



t 
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ERIC 



SALES VOUCHER 



Voucher No, 17 Qatte; June 30, 1975 

Mr, David Rossog 

Address 62 Walbridge Road - 

Payment Terma S0% dowg/ihe balaace in 60 days 



No. 


Units 


Article 


Unit Value 


Total 


I 


6 


Boys Shirts Ref. 3212 


I. 00 


$ 6.00 


2 


12 


Boys Shirts Ref. 2406 


I. 00 


12.00 




























Total 


$18. 00 



Paid $9. 00 Balance $9. 00 



Check Cash 



Salesmaa Leslie Dow 



AID # 14 
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RECEIPT 

No. 0.0 XS 

. / NATIONAL FURNITURE \ 

\ 

City; Richmojoid 

Received from Robert Moeller \ » 

, The sum of Two hundred dollars j 

Purpose Round livingroom table 

Paid $ZQQ> oo Balance $100^ ob 

Check Cash X Sup, Roy Cramer 



I 
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DIAGRAM OF ,THE SYSTEM 



First Step 
Save all vouchers and 
receipts 



Account Balances 



Balance Statenaent 



Fifth Step 

Fill out 
naonthly 



Account Balances 



Profit and I;oss 
StatiS^ment 



Receipts & Vouchers 




Account Balances 




Vouchers 



Second Step 



Daily Entries 



Credit and 
Auxiliary Books 



/ 



Ac count Balanc es 

/ 



Third Step 
Book of Accounts 



Take inventory 



Account Balances 



i 



Fourth Step 
Trial Balance 



Every month 



Register every month 



mc 
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AI0# 16 



' i 



t^/oy^-t^r f^fim <Ldi's T^'^ 



TTTTrr 



CtfsJl*^" j*»yC*^»*; flBi***^ 




!:1 



I * \ 



ME 



IPO 



it ti* 



iilLIlL 



H! 



hii: 







" Ml . 



lis: 





^•0 



- * • * I 





'"1 
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BEST COPY MAIIABIE 
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GUIDE TO ACCOUNTING ENTRIES 



1, Save all receipts^ vouchera, ordera, etc* together by date wifh a p^per clip. 

2, Every transaction must have paper work as evidence* 

3, In each transaction debits equal credits. 
4* Always write entries from left to right. 
5* Sales are entered at the date of delivery. 
6^ Cash transactions are entered in the Cash Book.. 



Credit transactions are registered in oae of the two credit books: 
Sales or Purchases/ 

a. In the Amount Section^ 



b. In the Individual Account Section^ 

c. In the Summar y Section^ ' 

8. Advances (money received before delivery of merchandise) and payments 
(money received after merchandi&e delivery) are registered: 

a* In the Cash Book. 

bk In one of the credit books: Sales or Purchases. 

1) In the Individual Account Section . ' 

2) In the Summary Section.- 

9. After entering the transaction, file the paper work,; 
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AID % 18 



CASH TRANSACTIONS 



July 1 
July 1 

July 1 

July 1 

July 1 
July 2 

July 2 

July 2 
July 3 

July 3 
July 5 

July 5 



Payment from Bob's Shop 
RQce:^t # 100 - $1,000 

Purchase of glue and nails for $50.0 
Paid witii check # 198612 
Voucher # 864 . 

Paid rent ^th check # 198613 
of $1,800. Receipt f 374 

Cash sale of $300, oo 

Voucher # 200 \ 
Deposited $1,300 in the bank. Receipt # 18345 
Loans to employees 

Cash voucher # 76 for $60 j 

Rec<fived a paynrient from Fashion First of 
$2, 500 that was 4^posited iiTthe bank. / 
Receipt # 101 . / 

■ I 

Payment to Stan's Hardware, $2,000, with 
check #198614. Receipt #098 ^ 



/ 



Labor costs of $750 discounted to $600' with 
check #198615 due to loan payments of $130 
and Social Security payments of $20^ ^ 



7 



Voucher #77 

■ ^ / 

Paid Social Security $467. oo with / 

check # 198616. / 

/ • * 

Payment from The Ideal Store, / 

Receipt # J103,$8,500 that was deposited in 

the Bank, / 

/ . 

Paid to Za^^i-^d Sons with clteck # 198617 
for $1,117. Receipt # 0278, , 



ERIC 
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AID » 19 



CREDIT SALES BOOK 



NOTE; Reproduce without numbers for the leaaon. 

Amount Sectioti 



1 

Date 


.Description 


Voucher 




Returns 


Balance 


7 


2 


Ideal Store 


Oil 


9.000 




9.000 


7 


3 


Fashion First 


012 


3.000 




12,000 


7 


4 


Bob^s Shop 


013 


14,000 




26,000 



Individual Account Section 
THE IDEAL. STORE 



Date 


Description . 


Voucher 


SEtles 


Payments 


Balance 


6 
7 

7 ^ 


30 
2 
5 


Initial Balance 
Sale 

Payment 


Oil 
103 


9,000 


8,500 


.0. i 
9.000 
500 


FASHION FIRST 




Date 


Description 


Voucher 


Sales 


Payments 


Balance 


6 
7 
7 


30 
2 
3 


Initial Balance 

Payment 

Sale 


101 
012 


3,000 


2.500 


3,500 
1.000 
4,000 






BOBiS 


SHOP 






Date 


Description 


Voucher 


Sales 


Payments 


Salance 


6 
7 
7 


30 
1 
3 


Initial Balance 

Payment 

Sale 


100 
013 

/ 


14,000 


1,000 


2, 100 
1,100 
15, 100 



AID # 2a 1. 



SummarY of Accounts Receivable 



/ 



Date 




Voucher ' 


Sales 




Balance 


6 

7 
7 
7 

7 ■ 

7 

7 


30 
1 
2 
2 
3 
3 
5 


Initial Balance 
Bob's Shop 
Ideal Store 
Fashion First 
FasMon First 
Bob* s Shop 
Ideal Store 


100 

Oil 

101 

012 . 

013 

103 


9,000 

3,000 
14,000 


/2,500 
/ 8,500 


5,600 
4, 600 
13,600 
11, 100 
14, 100 
28, 100 
19,600 




/ 

/ 



AID # 20.2 
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CREDIT PURCHASES BOOK 



NOTE; Reproduce witliout numbeiTs for the lesson^ 

Amount Section 



Date 


^ Supplier 


Voucher 


Purchases 


Returns 


Balance 


7 
7 


1 

2 


Zappa £c Sons 
Stan's Hardware 


0161 
058 


5,700 
^7,800 




5,700 
15,500 


Individual Acc ount Section ' 
STAN'S HARDWARE 


Date 


Description 


Voucher 


Purchase 


Payme it 


Balance 

^,000 
7^800 


6 
7 


50 
2 


Imtial _Salanc e — 
"Payment 
Purchase 


098 
058 


7,800 


2,000 


r 

ZAPPA & SONS 




Date 


Description 


Voucher 


Purchase 


Payment 


Balance 


6 
7 
7 


50 
1 

5 


Initial Balance 

Purchase 

Payment 


0161 
0278 


5,700 


1,117 


3,400 
9, 100 
7,985 



S ummary of Accounts Payable 



Date 


Supplier 


^^oucher 


Purchases 


Payments 


Ba ance 


6 


50 


Initial Balance 








5,400 


7 


1 


Zappa II Sons 


0161 


5 700 




11,100 


7 


2 


Stands Hardware 


098 




2,000 


100 


7 


2 


Stan 5 Hardware 


058 


7, 800 




16,900 


7 


5 


Zappa £c Sons 


.0278 

\- -1 




1, 117 


15,783 



AID # 21.4 
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CREDIT SALES 



July Z Sold to the Ideal Store 

$9pO0O credit * Voucher Oil 

July 3 Credit Sale to FaBMon First $3*O00* 

Voucher 012 



July 3 Sold Bob's Shop with Voucher # 013, 

$14,000 mth a term of 12 months* 



-7 /i 



AID # 22 
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CREDIT PURCHASES 



July I 



Bought from Zappa & Soha witii 
Voucliari Ol61, $5,700 In 
raw materials* 



July 2 



PUTchaaa of raw matartals from Stands 
Hardware - $7,800 - Voucher if 038 
with a term of 3'monl3ie. 




PAYMENTS 



Jul 1 



Payment from Bob^s Shop - Receipt # 100 
for $1,000/ 



July 2 



Received payment from Fashion Firet for 
$2, 500 that wae deposited in the Bank. 
Receipt # 101 



JuW 2 



Paid Stands Hardware $2,000 with 
check # 198614. Receipt # 098. 



Payment from The Ideal Store - 
Receipt # 103 for $8,500. 



Jul 5 



Paid Zappa and Sons $1,117 with 
check # 198617 - Receipt # 0278. 



\ 



AID # 24 
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LOANS TO EMPLOYEES 



NOTE; Reproduce without numbers for the lecaon. 

Individual Account Section, 
ANTONIO LOFASO 



Date 




T V uciie X 


T .AAA 


Payment 


Balances 


6 


30 


Initial Balance 








120 


7 


2 


Loan 


76 


50 




150 


7 


5 


Discount 


77 




50 


100 












AI D # 25, 1 








CHIP 


CHANDLER 






Date 


Description 


Voudlcr 


Loan 


, Payment 


Balance 


6 


30 


Initial Balance 










60 


7 


2 


Loan 


76 


50 




90 


7 


5 


Discount 


77 




80 


10 



AID # 25,2 



Summary - I/iatns to Employeeg 



Date 


Description 


Voucher 


Loan 


Payment 


Balance 


6 


5a 


. Initial Balance 








180 


7 


2 


A, Lofaso 


76 






210 


7 


2 


C, Chandler 




5a 




^240 


7 




A^ Lofaso 


77 




sa 


190 


7 


5 


C, Chandler 






8a 


110 



AID # 25, 5 
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AID If 25 



LOAWS TO EMPLOYEES 



July Z Loaned $60 - Cash Voucher # 76 

$30 to Chip Chandler 
$30 to Antonio Lofaso ' 



July 3 Labor Costs of $750 * Discounting 

Voucher # 77 for $130, 
$80 firom Chip Chandler 
$S0 from Antonio Lofaso 



BOOK OF ACCOUNTS ' 
Title o£ Account Pages « 

CASH ON HAND 



Date 






Deposits 


Withdrawals 


Balance 




30 


Initial Balance 






zso 


7 


31 


Squared 


1,900 


1,860 

1 


290 



BANKS 



Date 








Depoeits 


Withdrawals 


Balatica 


I ^ 

7 


30 
31 


Initiai Balance 
Squared 


17,800 


19,467 


2,500 


Date 






LQA^fS TO E^6>L0YEES 

LoaAB Diacount« 


Balance 


7 


30 

31 


Initial Balance 
Squared 


60 


130 


180 

no 


Date 






/ ACCOUNTS RECEIVABLE 

Credit Saler Payments 


Balance 


7 


30 
31 


Initial Balance ^ ' 
Squared 


26,000 


12^00 


S,600 
19.^.600 


Date 




INVENTORY 
Raw Material In IFVocess 


Finiahcd Goods 


Total 


6 
7 


30 
31 




2,000 
IpSOO 


3,500 
3pOOO 


4, SOO 
U500 


10,000 
6,000 


Date 




INVESTMENTS 
Investment* 


Liquidations 


Balance 


6 
7 


30 
31 


Initial Balance 
Sqviared 


- 0 * 


* 0 * 


* 0 - 
^ 0 , 
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FIXED ASSETS 

ParchM«« Sale* Balance 



6 


30 


Initial BaS&nceW 
Squared 






30,000 




31 


- 0 - 


- 0 - 


30,000 



DEPRECIA.IION (Sach Y«ar) 
Date \ Y«ar AccmmiUtad 



6 


30 


Inltl&l BaUBcct 




- 0 - 


Data 






ACCOU NTSJRATABLE 
Purcliaaea 


PaYnianta 


x>aianca 


6 
7 


30 
31 


Inltlftl BftUnctt / 

Sq[uar«d 


13,500 


1 

3, 1 17 


5,400 

15,783 


Oat« 




CUKRENT 


OBLIGATIONS 

Loana Ltqaidatlona 


> 

Bftliitca 


6 

7 , 


30 
31 


Inltl&l Bftluctt 
Sq[uar«d 


- 0 - 


- 0 - 


12,000 
12,000 






ACCUMUJUATED SOCXAI. BENEFITS (6 montlu) 

£ncrM>«« liquicUdona 




6 
7 


30 

31 . 


Ittitl&l Balance 

S<}uiar«d 


- 0 - 


- 0- 


3,100 

> 3,100 


]>at« 






BANK 


OBLIGATIONS 
Loait* LtquidaUooa 


Balance 


6 
7 


SO 

31 


loltl&l BalaAca 






. 0 - 


- 0 - 


- 0 - 

- 0 - 






FINANCE OBLIGATIONS 

lioan* I>tq;uidatloDa 


Balaitca 


6 
7 


sr 

31 


Inltl&l BaWoca ^ 
Sq[uar«d \ 


- 0 - 


1,000 


20.000 
19,000 



SO 



Am* z%z 



Date 



OTHER OBLIGATIONS 

Loans Liquidations Balance 



6 1 

7 J 

! 




Initial Balance 
Squired 


- 0 - 


- Q . 


- 0 - 

- 0 - 


BKCINNINC CAPITAL (at iaiaaition of sy*t«m) t 

Date 


Balance 


A 6 


30 


Permaoeat Balance 

» 


8«030 


PROFITS/LOSS . Previoue Year. 
Data. /Year 


Accumulated 


6 


30 

i 


/ 


/ ... 1 




PROFITS/LOSS - Thia^Yaar 
D3t« '. ' Profit l>o«a 


Balance 


7 


31 


. Lorn* ( irom P It L State- 
ment) 






(1.080) 



SALES 

Dat« Caih Credit Total AccumutatiKl 



7 


31 




< 000 


26,000 \ 


30. 000 


-30.000 ^ 


COST OF SALES 

Date ' Commiestona Dtscowatc Total -, Accumulated 


7 


31 








- 0 - 


' . 0- 


' PURCHASES or RAW MATERIALS 
Date Ca«h - Credit Total Accumulated 


r" \ i 

1 7 1 31 

,1 i 


2.S00 


' 13;500 


16.000 


16.000 

i 
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iLABOR 



Dftte 














' Month 


Accumulated 


7 


31 




3,800 


" 3,800 






SOCIAL BENEFITSi^_ ' 
Cost of Payraants 
BeneXitv from liM^ifcer* 


Balance 




7 


31 




467 


20 


447 


447 




SALARY . AND PERSONAL EXraNDITU RES 


dated 




31 






4»700' 






4, 700 






OTHER Ejti^SE^ 
General jCoiiU Trjmaport 


Total 


\ 


7 


31 




U800 


- 0 - 


1,800 


_ ■ J 


}00 






INTEREST PAYMENTS 
Month 




1 

■ \ 

Accumulated . 


7 

.» — 


31 




333 


333 



OTHER INCOME OR EXPENSES ( OUTSIDE) 



DAte 




Income 


Expense 








i 

1 7 


31 


] 


. 0 - 


. 0 - • 


, 0 * 


«^ 0 * 




















COSTS OF COODS SOLD 




Accumulated 




31 


From P & L Statement 




20.000 


20.000 
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J/ 



- 1" 












J ' , 




1 i 
.-i 




£^ 









v.. 



.-I 

!!}■ 



I'M. 



■ » 



.if- 



:l! 



I- 
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infi'! 
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1' 
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m 
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4 - 
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u 



t 

in 



I* 
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GUIDE TO FINANCIAL STATEMENT El^ABORATION 



On the la«t day of tb« month: 

1. Take ^ inventory of ra^ materials^ goods in process atnd ilnislied goods. 
Close i-h^ Books 

a. Square the Cash Book 

b. Close the Amount Sections of Sales and Purchases 

c. For the next monf^, leave a fe^ spaces and begin Cash Book 
and Amount entries once again. 



To construct the Statement: 

1. Pass all. the ending debit'atnd credit balances from the Cash Book 
to tihe Book of Accounts. ^ 

2. Pass the balances from the Amoont SectloiBof Sales and Purchaaes 
to tibe Book of Accounts. 

3. Calculate the balances of the accounts in the Book of Accounts like this; 

Cash on Hand 

Date Deposit Withdra^l Balance 



6 


30 


iQiti&l BaUoce 






250 


7 


31 


Squar«d 


1.900 


1,860 . 


290 



Initial Balance 
Deposit 

- Withdrawal 
Final Balance 



250 
1. 900 

2^150 
- 1,860 

Z90 



4. Compare control account balances (Cash on Hand, Banks^ Accounts 
Receivable and Payable^ Loans to Employees) to the balances the 
Book of. Accounts. 

a, I'ney should be equal 

b. If not ei^al, proof read and correct the entries. 

5. Pass all balances from the Book of Accounts to tbe Trial Balance. 

a. Use last_month*s Inventory 

b. Columna I and U must be equal, 

c. If they are not equal: 

1) Review &e balance entries checking the numbers carefully. 

Z) RsFview the mathematics. 

3) Make sure you have included every account* 

6. Pass the Balances from tbe Trial Balance to the Profit Loss Statement 
and tbe General Balance Statement. 

AID 29 
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UNITERRUPTED^fORKING ciuPlTAL FLOW 
CHARGING THE BATTERY 



MOTOR 




PRODUCTS 



FUNDS 
FLOWS 



f Ca«h 

Banks ^ 
t,>Acc/Rec/ 



/ 



Ojj| S<J.LES^ \ 
GENERATOR 



REVENUES 
>^RO^^TS 



BATTERY 



The BATTERY of Current Afl et« ignites and charges the motor of produc- 
tion with its funds. Finished products are then produced and, if sales are 
generated, reveooes'and their accompanying profits recharge the battery 
of current assett^* 



tre are ^Q^ficient sales and a profit, there is no drain upon the battery 
and a^healthy working capital is maintained indefinitely. 
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INTERRUPTED «rORklNG CAPITAL FLOW 
DRAINING THE BATTERY 



MOTOR 

j-uinrL 




FUNDS V". 
FLOWS 



P^IODUCTS 



t: 



SALES 



GENERATOR 




Any accessories drain energy or funds from the Battery of Working Capital 
without recharging it. 

/ ■ . i ■ 
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INVENTORY CONTROL - PAGE EXAMPLES 



RAW material' a - UNITS 



Dat6 


Deposits 


Withdrawals 


Balance 


6/1 


Initial Balance 






SQ 


6/3 




40 




IZO 


6/4 






ICQ 


ZO 


6/4 




60 




SO 



RAW MATERIAL B - POUNDS 



Date 




Deposits 


Withdrawals 


Balance 


6/1 
6/2 
6/2 
6/3 
6/4 


Initial Balance 


90 


35 
80 


3a/ 

1^ 

85 

^/ 5 
5 5 




RAW MATERIAL C - GALLONS 




Date 




Deposits 


Withdrawal e 


Balance 


6/1 
6/2 

6/3 
6/4 


Initial Balance 


Z 


1 
1 


3 
Z 
1 
3 




, PRODUCT J 


\ ~ UNITS 






Date 




De^sittf 


Withdrawals 


Balance 


6/1 
6/3 

6/4 - 
6/4 


Initial Balance 


56 


135 
iOO 


350 
Zi5 
115 
165 




PRODUCT B ^ UNITS 




, 


Date 




Deposits 


Withdrawals 


Balance 


6/1 
6/2 

6/3 


Initial Balance^ 


150 


50 


■ 85 
235 
185 
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CONTROL. Of postdated CHECKS 

DUE DATE 



Date 


Description 


Check 
Number 


J 

Date 


ruly 

Amount 


K 

Date 


ugust 
Amount 


Se 
Date 


ptember 
Amount 


1/1 
7/8 
7/8 
7/9 
7/9 


Stan's Hardware 
Sluoemakerfi Coop* 
Ron^s Meat K^rket 
Patrick's Furniture 
Patrick's Furniture 

/ 


198618 
198620 
198 624 
198625 
198626 


15 


600 


7 
9 


1,000 
3,000 - 


IB 
9 

< 


2,800 
3,000 
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AUXILIARY CASH ON HAND SHEET 
^ 



Dat« - 


I^oaCrlpHoA 


Deposit 


Withdrav/al0 


Balance 


Juno 9 


Initial Biil&nc« 






100 




Sal« 


50 




150 , 




Colfco 




5 


145 




Purchaso of glvto 




100 


45 




Sale 


75 




120 




Sal« 


20 




140 




Loan to a v/orkcr 




40 


100 




Paymont from tho Idoal Stoite 


3,000 




3. 100 




Crocoriofl 




600 


2, 500 




DepOBitod in Bank 




Z, 400 


100 




^ ^ TOTAL 


3, US 


3,145 





Summary of account entries! 

SaloA 145 
Payments 3,000 



Credits 



3,145 



PemooAl ExpenAect 60S 

Raw Materiftln 100 

Loan to omployecti N 40 

Oeponltn 400 



Debits 



3. MS 
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CREDIT PAYMENTS WITH MKRCHANEMSg 



TranttACtlont 



Payment to Bob^a Store with $1*000 

in m«rchiuidift«. July 15« Receipt I ISO 



Entryt l«t. 

CASH BOOK 





De«crtptlon 


Receipt 
No. 


Sale* 

<Credlt Account) 


Paymetit to SuppUerv 
(DeMtl 


July 15 


Peymetit to Dob*« Store 


ISO 


1,000 


1,000 



Ent ryi 2nd. 



CREUlIT DOOKt Purchai«« 
•) K«duco tha Individual Account Section 
b) R«tluc« ttiA Summary 



1 



ERIC 
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Alternative Account* Receivable AuxlU&ry Organlaatlon to tho«e with client 

Advance* on orders. 

CREDIT BOOK 

AMOUNT SECTIONt 

An be(or«, l^t«d at time of dcltvcry. 

INDIVIDUAL SECTIONi 

Now Ulvidcd into twc' ««ctione (kU &4vanc«« and )Miy> 
ment« ttro first «nt«r«<l into th« cash book). 



ADVANCES 



Date 


Clients Order 


Delivery 


Advance* 


Balance j 


Aug. a 

Aug. \l 
Aug. 15 
Aug, 17 


■ — « — *~ — 1^ 

Long JohnVv ($1,300) 
Long John*^ 
[>eUvery 

The Intrepid (SZ, ZOO) 




800 
500 
200 
* 800 


f 

800 
1.100 
, 0 • 
800 


f 


DEBTORS 


Dat© 


Clients 


D*l.iv«ry 


Payment* 


Uut« tan ding 
Balance 


Aug. 15 
Aug. ZO 


Long JohnU - Doliverod 
rinal Payment 


X 


500 


500 
- 0 - 


SUMMAUY SECTION; ELIMINATED 

ACCOUNT BOOK 
ACCOUNTS RECEIVABLE 


Date 






Debtors 


, Balance 


Aug. I 
Aug. 31 


Initiar balance 
From Uat 




0 


. 0 - 

. 0 • 


ACCOUNTS PAYABLE 


Dat« 






Cradlt 
Purcnnsea 


Payments 


BalancB 


Aug. 1 
Aug. 31 


Initial Balance 


800 


9.200 


7.000 


1,400 
4 , 400 
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«s In a»v« loping oounuMWf living «id wi?rting jrong th* p«opl« o< th» IhinS 

ta?cld M oollMQiM «S co-iMtotm. Ttaiay 6000 KM «m involwl In ivogrM awi^TWI 
to »trtoothw VxmX cmpmcit^ to aMma wch Amtemiua oohottm M tod 

LDTtt Mll*r >&tn>*t Dlrtctor 

^ftnl Curr^Ai taputy Oirtctoc DAslgnat* 

Aich»nJ B. «*llt Dltvctor, OCtioa of Pvootw Owlcspn«\t 



Pe«C« Corps OV«t1l4AB Cf£lCMt 



BCLtlE 

^lii^ City 
Cotonou 



UU 

tncitxithgt) Antigua * 

HantJterrat* 

St- Kittn-Ncvin, 

'txirx OTort" 
bishnfM Court tilll 



FIJI 

KSTBtw 1094 
Suvk 

GABON 
Ubl9Vlll« 

Bw)3Ul 

Accra (North) 



OUATEMMA 
6(1 A\*«ntdn 

Cuatiroln 



Aj^rUKX) fVwial 
Tt8^)\iclgAlfvi 
JAHAICA 
Kii^ton la 
KENYA 

Box 7U7 

Lllorgki* 
WLAYSIA 

TTTjiTIah Raja Huto 
HAH 



WOOWESIA 

Salp«n> Hftrlwwi 
talandi 

NOBUCOO 



aw 

WtfW NEK GUINEA 



WTOOUAY 
Aftunclaf\ 



box 7613 
Hsnila 

c/o Anftttcar Git>iMry 
Kigali 

SCWGAL 

Ottkar 

SEVCKELUSS 
Victoria 



Private KaII Bag 

SDtXtOi JStASgS 
honUra 
9km LAM) 



Cttt «a Salaan 



TWAILWD 

42 SDi SorptA^ong 2 
ftrtchhurl fhiw^ 
l^f* 4 

TOpP 



tGNGA 
Nui(u'Alofa 

Turtl* 

UPPCTt VOtTA 
CuiagAdCMjQ<Nj 



Apia 

n!Sl 

5anft*a 

lAm 

Klfwhasa 
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